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Summary

Audit Highlights ...
We found that:

M Consistent with NIH
practice, UC destroyed
written comments and
ballots that supported
its decisions to award
grants;

UC’s process for
evaluating initial breast
cancer program grants
did not have the
desired outcome;

M There was no evidence
that certain researchers
or institutions received
preference in the grant
award process; and

M UC paid unnecessary
hotel and meal
expenses.

e —— T i—————————

administer the Tobacco-Related Disease Research Program

and the Breast Cancer Research Program. Both programs
receive funding based on cigarette and tobacco products taxes.
The purpose of the Tobacco-Related Disease Research Program is
to support research efforts in the prevention, causes, and treatment
of tobacco-related diseases. The purpose of the Breast Cancer
Research Program is to support research efforts in the cause, cure,
treatment, earlier detection, and prevention of breast cancer. To
accomplish these purposes, UC solicits research grant applications,
evaluates those applications, and awards grants.

The Legislature designated the University of California (UC) to

Our review focused on the process UC uses to award grants for
each program and on whether that process is unbiased and
equitable. In addition, we investigated several allegations received
by our office concerning the awarding of the programs’ funds. We
also reviewed travel expenditures and the methods used by UC to
record the programs’ financial transactions. During our audit, we
noted the following information:

e Consistent with National Institutes of Health (NIH) practice,
UC destroyed peer reviewers’ written comments and ballots
that supported UC’s decision to award grants to specific
researchers.

e UC’s process for evaluating initial applications for Breast
Cancer Research Program grants did not have the
Breast Cancer Research Council’s desired outcomes. For
example, there may have been too strong an emphasis on
science by screening committee members.

e Although the Breast Cancer Research Council’s subcommittee
established to investigate the grant award process was chaired
by a UC employee, we believe any actual conflict of interest
was mitigated.

e We found no evidence that certain researchers associated with
the Tobacco-Related Diseases Research Program received
preference in the Breast Cancer Research Program grant award
process.



e Although universities and research institutions were more
successful than others in obtaining Breast Cancer Research
Program grants from UC, they did not receive a
disproportionate share of funding when compared to their
volume of applications.

e UC incurred unnecessary travel and meal reimbursement costs.
For example, UC paid more than $10,100 in lodging costs for
staff to attend multiple one- and two-day study-section
conferences in San Francisco, approximately 10 miles from the
staff’'s headquarters. In another example, UC paid for extra
nights’ lodging for travelers to obtain reduced-fare airline
tickets without first calculating whether the airfare savings were
greater than the extra lodging costs.

e UC did not properly record program expenditures in the
correct fiscal year. For example, we found $205,267 in grant
expenditures recorded to an appropriation different than the
appropriation that funded the grant.

Recommendations

To improve its administration over Breast Cancer Research Program
and Tobacco-Related Disease Research Program funds, UC should
take the following steps:

e Retain, for a minimum of three years, the ballots used to score
grant applications, which support UC’s evaluation of the
applications and award of grant funds;

e Retain, for a minimum of three years, the written comments
prepared by peer reviewers. These written comments also
support UC’s evaluation of grant applications and award of
research grant funds;

e Prudently manage grant funds by minimizing program
expenditures related to UC staff and consultants attending local
conferences;

e Ensure that it realizes a savings when any traveler exchanges
lower airfares for extended lodging costs; and

e Record grant expenditures to the appropriation that funded the
grant.



Agency Comments

In its response to our report, UC stated that it has begun to
implement two of the recommendations and will consider adopting
the others after consulting with the tobacco program’s Scientific
Advisory Committee, the breast cancer program’s Breast Cancer
Research Council, and appropriate UC and state officials.



Introduction

University of California (UC) was written into the state

constitution in 1879 as a public trust administered under
the authority of a governing board known as the Regents of the
University of California (regents). The administrative body of UC is
headed by a president, who is responsible for overall policy
development, planning, and resource allocations.

Founded in 1868 as a state-supported public institution, the

A master plan for the development of higher education in
California, enacted in 1960 and referred to as the “Donahoe
Higher Education Act,” designated UC as the primary
state-supported academic agency for research with exclusive
jurisdiction in public higher education over instruction in the
profession of medicine, among other disciplines.

Tobacco-Related Disease Program

The voters of California approved the Tobacco Tax and Health
Protection Act of 1988 (Proposition 99) in the November 1988
general election. This proposition imposed a tax on cigarette
distribution as well as on the distribution of other tobacco
products. Proposition 99 places money raised from the tax in a
special fund to be used solely for treatment and research of
tobacco-related  diseases; fire  prevention;  environmental
conservation and damage restoration programs; and school and
community health education programs about tobacco. The
proposition specifies that a minimum of 5 percent of the money
raised from the tax imposed be deposited in the Research Account,
one of six accounts created for tobacco tax funds.

To implement Proposition 99, the Legislature passed Chapter 1330,
Statutes of 1989, creating the Cigarette and Tobacco Products
Surtax Medical Research Program to support medical research into
tobacco-related disease. The Legislature directed UC to establish
and administer a comprehensive grant program to support research
efforts in the prevention, causes, and treatment of tobacco-related
diseases.

UC established the Tobacco-Related Diseases Research Program
(tobacco program) in 1989 to administer the Cigarette and Tobacco
Products Surtax Medical Research Program. The tobacco program
is managed by the Vice President for Health Affairs, UC Office of
the President, and is funded by budget appropriations that



represent the funds earmarked for the Research Account in
accordance with Proposition 99. The goals of research supported
by these funds are to enhance the understanding of the causes of
tobacco-related disease and to develop more effective interventions
for prevention and treatment of such disease.

Since fiscal year 1989-90, the tobacco program has awarded
approximately $132.1 million in research grants. However, as
indicated in Table 1, the funding for this program has decreased
substantially over the last three years because of a redirection of
funds. The redirection of funds is currently being challenged in the
courts. Appendix A provides a list of organizations that received

grants.
Table 1
Funds Received by the Tobacco Program
(In Millions)
Fiscal Year Funds Received*
1989-90 $ 40.9
1990-91 31.9
1991-92 26.9
1992-93 23.7
1993-94 5.3
1994-95 4.0
1995-96 4.0
Total $136.7

*Funds received include appropriations for administrative costs and grant
awards.

Breast Cancer Research Program

In 1994, the Legislature amended the Cigarette Tax Law, California
Revenue and Taxation Code, Section 30101, to increase the
tax-per-cigarette by one mill ($.001). The Legislature created
the Breast Cancer Fund as the depository for the additional
cigarette tax revenues collected under the California Revenue and
Taxation Code, Section 30461.6. Revenues deposited in the
Breast Cancer Fund are allocated as follows: 50 percent to
the Breast Cancer Control Program for the early detection of
breast cancer (administered by the California Department of Health
Services), 5 percent to the California Cancer Registry, and
45 percent to the Breast Cancer Research Program (breast cancer
program). The purpose of the breast cancer program is to support
research efforts in the cause, cure, treatment, earlier detection, and



prevention of breast cancer. Like the tobacco program, the breast
cancer program is administered by the Vice President for Health
Affairs, UC Office of the President.

The Breast Cancer Research Council (council) sets the overall
strategic objectives and research priorities of the breast cancer
program. The council consists of at least 13 and no more than
15 members appointed by the UC president from nominations
submitted by relevant organizations.  Statutes limit council
membership to the following representatives:  breast cancer
survivors and advocates (4), scientists and clinicians (4), nonprofit
health organizations (2), private industries (2), and a practicing
breast cancer medical specialist (1). In addition, one nonvoting
member represents the Breast Cancer Control Program.

During fiscal year 1994-95, the first year in which breast cancer
program funds were available, UC awarded approximately
$19.1 million in research grants. Appendix B contains a list of the
organizations that received grants.

Scope and Methodology

The purpose of this audit was to evaluate UC’s administration
of both the tobacco program and the breast cancer
program. Specifically, we reviewed the process UC uses to award
grants for each program to determine whether the process complies
with applicable laws and regulations and UC’s own policies
for awarding grants. In addition, we reviewed any controls
UC established to administer and monitor the use of the grant
funds, and we analyzed whether those controls are consistent with
state laws, regulations, and UC policies. Finally, we investigated
several allegations received by our office concerning the awarding
of funds within the programs.

To determine the process UC uses to award grants for both
programs, we interviewed staff of the Vice President for Health
Affairs within the UC Office of the President. In addition, we
reviewed applicable laws, regulations, and UC policies. We also
examined the materials prepared by UC to solicit applications from
potential grant applicants to determine whether those materials are
consistent with UC policies.

To determine whether the process UC uses to award grants is
unbiased and equitable, we reviewed research proposal files,
interviewed staff and individuals involved in the peer review
process, and assessed any other available materials.

To determine whether UC’s administrative controls over the
programs’ funds are adequate, we reviewed the policies and
procedures used to account for the programs’ funds. We also



reviewed travel expense records maintained for both programs to
determine whether these expenses conformed to UC regulations
and policies.  Finally, we performed on-site audits of grant
expenditures to determine if the funds were spent appropriately.

Allegations

During the course of this audit, we received allegations concerning
UC’s administration of both programs. Of the 18 allegations we
received, 10 applied only to the breast cancer program; 2 applied
only to the tobacco program; and 6 applied to both programs.

Eight of the allegations concerned improper influence, preference,
or evaluation granted to some breast cancer program applicants by
UC staff or external peer-review members.  Specifically, the
allegations concerned the amount of funding received by four
institutions, the criteria used to evaluate grant applications, and the
qualifications of the peer-review members.

To investigate these allegations, we interviewed UC staff and
council members. Also, we reviewed grant applications, the
criteria UC used to evaluate grant applications, and award files, to
determine whether any evidence of improper influence existed. In
addition, we analyzed the awards to determine whether a
disproportionate number of grants went to large institutions.
Finally, to determine whether the peer-review members appeared
qualified, we reviewed their qualification statements.

Two allegations concerned improper shredding or altering of
documents. To determine whether these activities occurred, we
interviewed UC staff and others, and we examined grant
application and award files. None of the complainants we
interviewed were able to provide evidence that documents had
been altered. In addition, during our review of grant files, we did
not observe any evidence of altered documents. However, as we
discuss in Chapter 1, UC’s practice has been to destroy the grant
reviewer’s ballots and comments as well as other documents
shortly after UC awards grants.

Two allegations related to the improper or duplicative use of
tobacco program funds. To investigate these allegations, we
identified several grants as potential recipients of duplicative funds.
We reviewed the grant files and performed audit procedures at the
institutions that had received funds for grants that we identified.
We found no evidence related to these allegations that the
institutions had spent grant funds for improper or duplicative
purposes.



Four allegations concerned improper administrative procedures or
improper influence over the council. To investigate these
allegations, we interviewed UC staff and council members. The
evidence provided by these interviews does not support
the allegations. However, as we discuss in Chapter 2, poor
administrative procedures exist.

One allegation concerned a potential conflict caused by a council
member’s employment by UC. The council member chaired a
subcommittee formed to investigate allegations about the breast
cancer program’s Letter of Intent grant application process, among
other procedures. Ultimately, the subcommittee determined that
the Letter of Intent process did not produce the council’s desired
outcomes. We agree that, at a minimum, the council member’s
activities created an appearance of conflict of interest. As we
discuss in Chapter 1, we believe that any actual conflict of interest
was mitigated.

The last allegation dealt with improper transfer of tobacco
program staff to the breast cancer program. To determine whether
UC assigned costs to the correct programs, we reviewed the
payment of personnel costs and the workload and duties of staff for
both programs between November 1994 and May 1995, the
period that staffing transitions took place. We found that UC had
transferred grant administrators and related support staff from the
tobacco program to the breast cancer program when tobacco
program funds declined. However, we found no evidence that
staff salaries were paid from the wrong program nor that personnel
costs were inappropriately or unnecessarily being charged to the
breast cancer program. The job skills required to be a grant
administrator for each program were similar.



Chapter 1

The University of California Cannot Demonstrate
That It Awarded Grants Fairly Because of
Its Policy To Dispose of Certain Documents

Chapter Summary

During our review, we found that the University of

California (UC) does not retain documents produced

as a part of the grant award process for the Breast
Cancer Research Program (breast cancer program) and the
Tobacco-Related Disease Research Program (tobacco program).
Therefore, although consistent with National Institutes of Health
(NIH) practice, UC cannot demonstrate that it allocates grant
awards equitably. In addition, the Letter of Intent (LOI) process
employed by the breast cancer program has not produced the
desired results.

In investigating allegations related to the UC grant award process,
we determined that, although the Breast Cancer Research
Council’s (council) subcommittee convened to review the LOI
process was chaired by a UC employee, we believe that any actual
conflict of interest was mitigated. Further, we found no evidence
that certain researchers associated with the tobacco program may
have received preferential consideration in the breast cancer
program award process.

Finally, we found that UC awarded 77 percent of the breast cancer
program grants to four institutions, including UC and its affiliates.
However, universities and research institutions, although more
successful than others, did not receive a disproportionate share of
funding when compared to the volume of LOls they submitted.

Background

The enabling legislation for the tobacco program and the breast
cancer program states that the Legislature’s intent is that the
programs make grants solely to researchers within the State of
California. The legislation also states the Legislature’s intent is that
UC model its grant-making process after the one used by the
(NIH). The NIH uses an evaluation process commonly called
“peer review.”



UC modified NIH
processes for the tobacco
and breast cancer
programs.

Under the NIH peer-review process, a group of qualified scientists
and researchers evaluate grant applications.  These groups,
typically called “study sections,” consist of about 16 members.
Two or three members, or “peer reviewers,” of the study section
review each application in detail and prepare written comments.
The remaining study-section members read the applications but are
not required to perform a detailed review or prepare written
comments. This step is performed in advance of a meeting for all
study-section members.

Next, the study-section members gather to discuss and score the
applications. Leading the discussion are the peer reviewers who
have performed the detailed reviews of the full grant applications.
Each study-section member then scores the application using
preestablished criteria and records the score on a ballot. The NIH
uses these scores to rank all applications under consideration by
score and by percentile; the rankings guide the NIH’s National
Advisory Councils in deciding on the funding order for
applications.

Differences Between the UC and
NIH Grant Award Processes

UC’s tobacco and breast cancer programs award grants following a
peer-review process modeled on that of the NIH. However,
UC modified the NIH peer-review process in several ways.

First, tobacco program applications are prescreened by the
program director and staff to determine if the applicant’s
proposed research is relevant to the tobacco program’s objectives.
If questions arise regarding the application’s relevance to the
program’s objectives, a three-person ad hoc committee reviews
the application and settles the question. At either point, if the
application appears relevant to program objectives, it is advanced
for review by a study section. If not, the application is eliminated
from further consideration. Second, although the size of UC’s
study sections are similar to those of the NIH, the tobacco program
always uses three peer reviewers per application, in contrast to the
two or three peer reviewers used by the NIH.

The breast cancer program also differs from the NIH model.
In its first and only completed grant cycle to date, the breast
cancer program employed an LOI to solicit interested applicants.
UC requested that interested applicants submit LOls, five pages
maximum, to describe their research. The breast cancer program
evaluated the LOIs under a “mini” study-section process, designed
to screen applications, and invited those that passed this initial
screening to submit a full application. Full applications were
subject to a study-section review similar to the process used in the
tobacco program.



Final funding authority for
both programs resides with
UC’s Vice President for
Health Affairs.

The breast cancer program assigned four study-section members
to perform as peer reviewers, compared with three used in the
tobacco program and two or three used by the NIH. Additionally,
one of the reviewers was a breast cancer patient advocate.

UC’s Funding Decisions

The last step in UC’s evaluation of grant applications is selection
for funding. The tobacco and breast cancer programs differ slightly
in the selection of grant applications for funding. Each program
has an oversight body: the Scientific Advisory Committee (SAC)
oversees the tobacco program, and the council oversees the breast
cancer program. The enabling legislation for each oversight body
provides varying degrees of authority. Both the SAC and council
review and make funding recommendations for their respective
programs; but final funding authority for both programs resides
with UC’s Vice President for Health Affairs. According to the
tobacco program coordinator, the program generally tries to fund
the same percentage of grants from each area of study. These
areas of study are codified and include coronary heart disease,
cerebrovascular disease, cancer, chronic obstructive lung
disease, and other conditions or diseases related to smoking or
tobacco use. According to the breast cancer program coordinator,
the breast cancer program does not try to fund any specific
percentage of grants in each study section. Rather, all proposed
projects are considered for funding if their peer-review score is
over a certain mark.

Grant applications are selected for funding in June of each fiscal
year to begin July 1. Following selection, all applicants are
provided with a summary statement—an edited, summarized
version of the peer reviewers’ comments.  Generally, UC
personnel from the tobacco and breast cancer programs provide
the summary statement to the successful applicants first and then
to the others. Each applicant, whether successful or not, can
submit a grant application for each year that a call for grant
applications is published.

Although Consistent With NIH Practice,
UC'’s Destruction of Documents Does Not
Allow UC To Demonstrate That It
Awarded Grants Fairly

As part of our audit, we were asked to determine whether UC
established an unbiased and equitable process for awarding grants.
To do so, we documented the grant award process as it was
described by program personnel and publications. However, we
were unable to review some of the original documentation of the
peer-review process because UC, in a practice similar to that of














































































